European Union Taxonomy –
How it will affect transparency in the
facilitation of securities investments
for retail investors
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Environmental changes
and sustainable activities

The European Union has recently introduced new
regulations with the aim of benefiting the environment
and ensuring environmental sustainability of business
activities. The so called European Green deal is a
set of regulations which are focused on steering the
behaviour of humans, organizations, and undertakings
towards environmentally sustainable activities. Among
several regulatory items, one regulation comes in
the form of an EU Taxonomy, which defines certain
parameters related to the sustainability of business
activities. These parameters define whether certain
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business activities of undertakings within the EU are
to be considered sustainable or not. Within the EU
Taxonomy there are also definitions of certain Key
Performance Indicators, which are to be calculated
and reported by each relevant undertaking. These
KPIs will be made public and will be used by investors,
including retail investors, in their search for an ever
more sustainable investment portfolio. Therefore, the
publication of KPIs will have an impact on financial
institutions, and how they interact with their retail
investors.
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The European
Green deal

The EU Green deal is one part of coordinated efforts
by the global society to curb overall unwanted
emissions and reduce global warming. Several global
meetings with participation from top level decision
makers including politicians, business leaders and
activists have taken place, especially during the last
decade. In these meetings, the need for coordinated
efforts has been agreed upon.
As science is now clear that human activities
contribute to global warming, it is crucial to act in a
manner that reduces emission. Global society needs to

address these matters and ensure that transparency
and the right incentives are given to decision makers to
focus on activities that do no harm to the environment
and to focus on reducing harmful activities. The
European Green deal is considered a key contribution
by the EU legislator to bring such transparency
and incentives to stakeholders and citizens. See
in the graph below an overview of the ESG related
regulations in the EU/EEA:
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Activist investors
and global warming

Commercial undertakings have brought value and
progress to society by providing goods and services
that have improved the health and way of life of
people. Even where the intrinsic value of certain
undertakings’ goods and services can be disputed,
said undertakings have contributed to society by
paying taxes and salaries. Governments have had the
opportunity to use taxes to incentivize production and
consumption of goods and services deemed good for
society.
Over the last 75 years, growth in GDP has been the
key measure of a nation’s success. Eagerness for GDP
growth has fueled the world economy, in an everincreasing quest for production and consumption
of goods and services. GDP, however, does not
distinguish between that which is deemed good for
society and that which is deemed bad.
The attitude towards business is changing in that when
regulating the business activities of undertakings,
other considerations are also to be made. The idea is
that overall society should benefit from the business
activities of the relevant undertakings and not solely
their main stakeholders like owners, employees,
and customers. This implies that it is encouraged

that undertakings participate in activities that are
not purely business driven but also driven by the
improvement of society at large.
The environment is now considered to be a key
element to prosperity of society and to all kinds
of stakeholders on a global perspective. Hence,
activist investors and engaged retail investors are
often considering the environmental footprint of
the business activities in undertakings where they
consider investing and allocating capital. This leads
to the potential of a structure whereby regulation can
lay the foundation of transparency and incentives
to investors to steer their allocations of capital to
undertakings that do minimal harm to the environment
with a minimal environmental footprint.
Transparency can be given in the form of better
information that shows the sustainability of activities of
the undertakings. Such improved information, as given
by the foundation of the regulation under the EU Green
Deal, most likely will lead to better informed activist
investors and more engaged retail investors. This
might in turn lead retail investors to make investment
decisions that not only benefit themselves, but also
benefit planet earth.
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The EU Taxonomy

As part of the European Green deal, the European
Union has implemented a taxonomy to define what
is environmentally sustainable from a corporate
and investment perspective. The EU taxonomy is a
classification system aiming at listing environmentally
sustainable economic activities. The regulation
provides appropriate definitions to undertakings,
investors, and other stakeholders on which economic
activities can be considered environmentally
sustainable. The EU Taxonomy is expected to lead to

more informed investors and will be able to protect
retail investors from so-called greenwashing.
Furthermore, the idea behind the EU Taxonomy
is to help undertakings plan the transition into an
environmentally sustainable business model and
help shift investments towards those environmentally
sustainable business models. Article 8 of the
Taxonomy regulation requires undertakings to disclose
how and to what extent their business activities are
aligned with the EU Taxonomy.
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Key Performance
Indicators

To ensure improved transparency with regards to
sustainability of investments, there is a need for a
framework, as well as a few parameters to which
investors can relate. The EU Taxonomy provides
the market with such parameters. According to
this regulation, defined undertakings are obliged
to publish the Key Performance Indicators (KPI) as

defined in the regulation and in the related delegated
act. This information is to be provided in periodical
reports. Furthermore, financial institutions will be
able to inform their retail investors as regards the
same KPIs, via, for instance, their website. See
graph below for timeline on implementation of the
regulations:

Sustainable Finance

Implementation timeline for SFDR | TR | CSRD | MiFID | IDD | UCITS | AIFMD
1 Jan ‘22 – 31 Dec ‘23
Financial undertakings disclose proportion of assets exposed to
taxonomy non-eligible and eligible economic activities under Art 8 TR DA

1 Jan ‘22 – 31 Dec ‘22

1 Jan ‘23
Non-financial undertakings start disclosing the full
KPIs on taxonomy-alignment under Art 8 TR DA

Non-financial undertakings disclose taxonomy-eligible and
non-taxonomy-eligible activities under Art 8 TR DA

Q1 ‘22 (TBC)
COM adoption of DA bundling
SFDR and TR RTSs

1 Jan ‘22
Periodic product disclosures in
Art 11(1)-(3) SFDR start to apply

10 Mar ‘21
Application
of SFDR L1

1 Jan ‘23

13 Jul ‘22
First report of COM on
application of TR
(to be submitted every
three years)

1 Jan ‘22

30 Dec ‘22

Product disclosures under Art 5
and 6 TR start to apply for the
‘first two environmental objectives’

Art 7 SFDR disclosures
on product-level PAI
consideration applies

2021
H1&H2

30 Jun ‘21
Large FMPs must
comply with Art 4
SFDR - transparency of
sustainability impacts
at entity level (can no
longer ‘explain’)

2022
H1

1 Aug ‘22
Sustainability related
provisions under UCITS
and AIFMD DAs apply

2 Aug ‘22
Sustainability related
provisions under MiFID
and IDD DAs apply

10 Sep ‘22
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Application of
SFDR
RTS, including Art 5
and 6 TR product
disclosures for
‘all environmental
objectives

ESAs to take stock of
voluntary disclosures
under SFDR (to be
submitted every year)

H2

1 Jan ‘24
Financial undertakings start disclosing the full KPIs on taxonomyalignment under Art 8 TR DA

2023
H1&H2

2024
H1&H2

2025

2026

H1&H2

H1

30 Dec ‘22
COM to issue
evaluation of SFDR

30 Dec ‘22
Member States to bring
into force measures
necessary to comply
with Art 1 to 3 of CSRD

30 Jun ‘23

30 Jun ‘24

First FMP PAI
statement
under SFDR RTS

Second FMP PAI
statement
under SFDR RTS

1 Jan ‘23 (TBC)
Provisions in Art 1-3 CSRD and
Art 4 of CSRD to apply for
financial years starting on or
after 1 January 2023

Source: ESMA
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The European Union regulator has
now clearly defined that (relevant)
undertakings must be transparent
as regards the sustainability of
their activities. To reach the end
investors with the information
as regards the sustainability
of activities, financial market
participants will need to do their
share in bringing transparency
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Consequences for
market participants

to the market. As previously
mentioned, there is a need of
coordinated action from various
stakeholders to reduce emissions
and to halt global warming.
For financial market participants
trust is a key issue. Financial
market participants need to earn
the trust from their customers and
other stakeholders in order to be

able to influence the end client’s
investment decisions. This implies
that financial market participants
have a special responsibility in
bringing transparency to the
investor community. This special
role as regards information flow
has been observed and has in
several ways been regulated for
quite some time.

Democratization of
investments in securities

The user friendliness of technology available for
trading and investing has improved dramatically in the
last few decades. Adding to that, the costs for trading
and investing have been lowered, especially in the last
decade. In the times that we live in, not only institutions
and wealthy individuals have the possibility to invest
in securities. Nowadays, private individuals with a
lower income have the possibility to invest, given
that the barriers to entry into investing in securities
have been substantially lowered. Gradually, ordinary
private individuals have been given easier access to
investments and savings and hence participation in
wealth creation. Also, tax incentives have played a part
in the democratization of the savings market.

execution, clearing and safekeeping capabilities have
a responsibility to inform their clients on everything
from markets structure, costs and charges and
potentially give investment advice. It is crucial that
these investors are provided with transparency that
regards not only financial position and business
models of target investments, but also transparency
that regards the sustainability of the business activities
of the target investments. Once again, financial
markets participants have a key role in providing this
transparency.

With lower barriers to entry into the savings market,
quite a few inexperienced investors have come
to the marketplace. Given this situation, financial
market participants who provide investors with
7
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How we
can help
Undertakings can issue equity and debt instruments.
Those instruments come in the form of securities that
are traded in the marketplace. The undertakings are
under EU Taxonomy to inform the market participants
as regards their environmental footprint, their KPIs.
It will be possible that financial market information
providers can assemble information as regards the
KPIs of undertaking’s based on the EU Taxonomy and
connect that data to each issuer’s equity instruments
or other securities as issued and traded in the markets.
As the EU Taxonomy will lead to a link between the KPI
of an issuer and its equity and other securities, it will
lead to potential portfolio considerations for the retail
investor. As a retail investor, once the EU Taxonomy
has been implemented and applied to the portfolio, it
will be clear that some of the securities will be laggards
with a substantial environmental footprint as given
by the KPIs in relation to more sound and sustainable
securities that have a less of an environmental
footprint according to the KPIs. From the retail
investor perspective, this opens for a reallocation of
securities to build a more environmentally friendly and
sustainable portfolio.
Therefore, it would be interesting for financial markets
participants to provide functionality in their client
facing applications so that the retail investor can
view the KPIs in real time in a portfolio management
application. Added functionality could then possibly
be that the portfolio management application would
suggest the replacement of laggard securities
with similar securities with a better KPI to improve
environmentally sustainability of the portfolio.
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The way
forward

All stakeholders facing the issue of global warming,
like Tietoevry and our financial markets participants
customers (and in turn their retail investors), have an
interest in being a force for good to help save the earth
from an environmental and sustainability perspective.
We all need to put in our best effort for capital to
flow to undertakings that are actively minimizing their
environmental footprint and maximizing their effort
to bring sustainable products and services to the
market. Transparency when investing in equities and
other securities is just one of the steps needed on the
journey towards making the world a long-lasting place.
For many financial markets participants, it is obvious
to invest in the execution, clearing and settlement

capabilities as the functionality offered to retail
clients will lead to a direct result as regards volume of
overall securities business. When it comes to portfolio
management applications, many financial markets
participants have seen this as a service with a cost
but not as a direct revenue driver. This might change if
the EU Taxonomy KPI: s will be displayed in a portfolio
management application as the retail client might
want to continuously optimize their portfolio from a
sustainability perspective based on transparency as
regards the KPI: s and hence, will reallocate within the
portfolio over time driving execution business for the
financial market participants.
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For the futures we know,
and the ones yet to be
discovered
Tietoevry creates purposeful technology
that reinvents the world for good. We
are a leading technology company with
a strong Nordic heritage and global
capabilities. Based on our core values of
openness, trust and diversity, we work
with our customers to develop digital
futures where businesses, societies, and
humanity thrive.
Our 24,000 experts globally specialize
in cloud, data, and software, serving
thousands of enterprise and publicsector customers in more than 90
countries. Tietoevry’s annual turnover
is approximately EUR 3 billion and the
company’s shares are listed on the
NASDAQ exchange in Helsinki and
Stockholm, as well as on Oslo Børs.

For more information, please contact:
Claes-Henrik Claesson
Compliance Lead, Wealth Management
at Tietoevry Banking
Email: claes-henrik.claesson@tietoevry.com
Hugo Sundkjer
Head of Strategy, Sales & Business Development,
Wealth Management at Tietoevry Banking
Email: Hugo.Sundkjer@tietoevry.com

